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KEY ECONOMIC INDICATORS 


(All values in millions of dollars unless otherwise indicated) 
Exchange Rate: 1 Rial Omani = $2.92 


1978 1979 % Change 1980 
Income and Production 


GNP at current prices 2252.5 2989.8 32.7% 
Government Investment 555.1 633.6 14.1% 
Private Investment 265.4 294.9 11.1% 
Crude oil production (000 b/d) 314.2 295.1 6.1% 
Private Sector Expatriate 
Labor (000) 102.2 113.14 10.7% 132.6P 


Money and Prices 


Money supply (M1) 344.9 363.8 5.5% 467.5 
Quasi money (Time & Saving 

Deposits) 314.2 346.0 10.1% 464.6 
Private Domestic Liquidity (M2) 659.0 709.8 7.7% 932.1 
Commercial bank assets 950.1 1193.3 25.6% 1695.2 
Imported food price index 

(1978 = 100) 100.0 108.9 8.9% 119.3 


Government Finance 


Government Revenues 1486.3 2202.3 48.2% 2800.0** 
Government Expenditures 1635.2 1899.2 16.1% 2700.1 


Budget surplus or deficit -166.7 +297.6 22.6** 
External public debt 491.1 480.0 2.3% 493.8 
External public debt service 142.2 165.6 16.5% 240.9 


Balance of Payments 


Oil exports (FOB) 1523.7 2177.4 42.9% 3634.2P 
Non-oil exports (FOB) 88.2 i21..8 38.1% 146.0P 
% oil exports to U.S. 15.8% 13.1% 17.1% 3.0% 
Imports (CIF) (Recorded & 

Estimated Unrecorded) 1296.5 1508.8 16.4% 2082.8P 
Recorded imports from U.S.* 60.4 101.0 67.2% 99.6P 
% Recorded Imports from U.S. 6.9% 8.3% 20.3% 5.7%P 
Balance of Trade 315.4 790.4 150.6% 1697. 4P 
Current account balance -106.0 263.7 — 1059.4P 
Official loans & transfers - 3.5 169.7 =i 86.4P 
Overall balance - 97.8 326.2 == 1236.0P 
Gross official reserves 418.1 609.6 + 45.8% 1709 .4*** 
Net foreign assets 215.8 544.3 +152.2% 1780. 3*** 


NOTE: Figures are not always consistent because of differing sources. 

Some figures have been revised from previous Economic Trends 
Reports. 

Does not include U.S. goods re-exported from U.A.E.- based on 
Omani statistics. 

Excludes State General Reserve Fund. 

Includes State General Reserve Fund. 

Provisional. , 





SUMMARY 


Oman's Second Five Year Plan, governing years 1981 through 1985, will 
provide the framework for economic development during the first half 
of this decade. Of the $21.3 billion in projected expenditures, $6.3 
billion has been set aside for development projects. While providing 
for continued expansion of basic infrastructure, the new Plan empha- 
sizes economic diversification and investment in income-generating 
sectors. Prospects are bright in the petroleum sector, the foundation 
of the Omani economy. Crude production has increased in 1981 and is 
expected to remain at least 330,000 b/d. Present estimates of recover- 
able reserves indicate that this level of production can be sustained 
for at least another 20 years. Omani oil prices, following world mar- 
ket trends, have dropped from near $40/b at the beginning of 1981 to 
the $35-36/b range. Meanwhile exploration continues, both in older 
concessions and in new tracts ceded by the Government in 1981. Oman's 
first refinery is due to begin operation in 1982. 


Also scheduled to open next year is a $175 million copper/mining smelt- 
ing facility at Sohar, which will annually produce 20,000 tons of re- 
fined copper. In an effort to locate other mineral resources, the 
Ministry of Petroleum and Minerais plans to conduct an extensive ageo- 
logical mapping program. About $320 million is being channeled into 
agriculture and fisheries, sectors which, although long neglected, 
offer considerable promise. The key to agricultural cevelopment remains 
the availability of water, a precious commodity in arid Oman. Infra- 
structural projects will continue as the Covernment ‘seeks to extend 


basic services to remote areas. The agenda includes new roads, port 
and airport expansion, improved telecommunications links and expan- 
sion of electrical power and municipal water systems. A major element 
in economic diversification is the Government's program to develop 
light industry, centered around the new Rusail industrial zone near 
Muscat. Two new cement plants, with combined annual capacity of over 
800,000 tons, should make Oman self-sufficient in cement by 1983. 


Thanks to increased oil revenues, the Government is now running a 
balanced budget, the surplus being directed into the State General Re- 
serve Fund for future use. As a result Oman is much less dependent 
than before on aid from Arab donors. Oil revenues have also created 

a healthy trade balance that is expected to continue in the 1980's. 

The bright economic outlook and increased political cooperation be- 
tween the United States and Oman should lead to excellent commercial 
opportunities. U.S. firms must recognize, however, that the market 

is highly competitive, and they must be responsive to the needs of 
local agents/sponsors, required under Omani law. Good export prospects 
exist in telecommunications, construction machinery, oilfield equiv- 
ment, trucks and trailers, water-drilling equipment. The Omani Govern- 
ment encourages foreign investment, subject to certain minimum Omani 
participation. U.S. firms in Oman are heavily represented in the oil 
sector, but other opportunities exist in, among others, industry, 
minerals, and fisheries. Major infrastructure projects are open to 
U.S. firms on a competitive bidding basis provided that bidders re- 
tain local sponsors and register with the proper gOvernment agencies. 

A broad range of opportunities can be found in the consultancy field. 





SECOND FIVE YEAR PLAN (1981-85) 


Economic development in Oman during the next few years will in 
large part be shaped by the country's Second Five Year Plan, 
which covers years 1981 through 1985. The new Plan is designed 
to build upon the foundation created by successful implementation 
of the First Five Year Plan (1976-80), which was of necessity 
mainly devoted to basic infrastructure. Among the top priorities 
of the Second Plan: 


-- expansion of public utilities and services in Dhofar, Musandam, 
the interior, and other outlying areas. 


-- assistance to the private sector to promote investment in se- 
lected income-generating sectors such as agriculture, fisheries, 
mining, and industry. 


large-scale program for water resource development. 
expansion of the existing low-cost housing program. 


establishment of new vocational training centers in a number 
communities. 


-- continued expansion of infrastructure: roads, ports, airports, 
etc. 


Projected Government expenditures over the five-year period total 
$21.5 billion, of which more than 40 percent or $8.7 billion is 
defense related; $6.3 billion earmarked for development spending 
includes $4.1 billion for the various civil ministries and $1.6 
billion for the Government's share of Petroleum Development Oman 
(PDO). Government revenues over the same period are estimated at 
$20.3 billion -- net of amounts transferred to the State General 
Reserve Fund, the recipient of 15 percent of net government oil 
revenues; 92 percent of the total revenue figure or $18.6 bill- 
ion is attributable to oil receipts. The resulting deficit of 

$1.2 billion (about 6 percent of total spending) is expected to be 
met by external grants and concessionary loans. The largest share 
of the civil development budget for 1981-85 is going to the Ministry 
of Communications (responsible for roads, ports, airports), which 
will receive $1 billion or 24 percent of the total. Other major 
recipients are the Ministry of Electricity & Water, $462 million; 
Ministry of Social Affairs & Labor, $372 million; Ministry of Petro- 
leum & Minerals, $355 million; Ministry of Commerce & Industry, 

$336 million; and Ministry of Agriculture & Fisheries, $322 million. 


The Plan provides special measures for direct and indirect assist- 
ance to the private sector; $58 million for each is allocated to the 
Oman Development Bank, which helps finance new businesses, and to 

the Oman Housing Bank, which provides low-cost loans to home buyers. 
An additional $55 million will go the new Agriculture & Fisheries 
Bank. Also, $394 million ($347 million in interest free loans and 
$47 million in grants) has been set aside to aid the private sector 
in certain areas: agriculture, fisheries, industry, mining, handi- 
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crafts. Special emphasis is given to the promotion of domestic 
investment, which is expected to reach $9.7 billion over the five 
years: $3.4 billion from private sources and $6.3 billion from 
the Government. Of the latter, almost three-fourths is targeted 
for investment outside the capital area. Under the framework of 


the new Plan, Oman looks forward to healthy economic growth, and 
all sectors of the economy should benefit accordingly. 


PETROLEUM AND MINERALS 


PETROLEUM: Oil, which accounts for more than 90 percent of Omani 
export earnings ($3.68 billion in 1980) and over 60 percent of 

gross domestic product (GDP), remains the key to economic develop- 
ment. Increases in the price of crude since 1979 have not only 
boosted revenues but have also served to increase production by 
financing exploration and expensive secondary recovery techniques. 
The year 1981 has marked a turnabout in the trend of gradually declin- 
ing oil production witnessed since the peak year of 1976 (366,000 b/d. 
Production decreased each year thereafter, dropping to 283,000 b/d 

in 1980. However, late in 1980 Petroleum Development Oman (PDO) 
brought on-stream new oilfields in the southern province of Dhofar, 
boosting countrywide production by approximately 50,000 b/d. In 
addition, a consortium of Elf Aquitaine, Sumitomo, and Wintershall 
began production in November 1980 in the group's Butabol concession 
in western Oman; 12,000 b/d of very light (45* API) crude is now 
flowing from the Sahmah field there. 


These recent events have permitted the Government to change its pro- 
duction policy. While previously the stated aim was to produce as 
much crude as possible, the Government has now established a country- 
wide ceiling of 330,000 b/d, to last at least for the duration of 
the Second Five Year Plan. This level is reportedly based on the 
Government's assessment of what is optimal from both scientific and 
fiscal standpoints. Production during the first half of 1981 has 
been slightly under the ceiling, averaging about 322,000 b/d. As 
output from Dhofar picks up, this figure is expected to climb and 
should remain at or near the ceiling for the foreseeable future. 
Recoverable reserves are now estimated at about 2.4 billion barrels. 
At current rates of production this is sufficient to carry Oman in- 
to the next century. Reserve estimates may rise in coming years as 
exploration continues and more sophisticated recovery techniques are 
developed. 


Historically the sole producer in Oman has been PDO, now owned 40 
percent by the foreign partners (Shell, 34 percent; CFP, 4 percent; 
Partex, 2 percent) and 60 percent by the Omani Government. Shell 
and its partners obtain a 40 percent "equity" share of crude pro- 
duction at the official Government Sales Price (GSP), which during 
the first half of 1981 was fixed at $37.50/b but has recently been 
reduced to $36.00/b. The remaining 60 percent of PDO production, 
accruing to the Government, is sold to foreign customers, notably 
Japan. Since late 1979, the Government has conducted sales on a 
quarterly auction basis, with contracts of three months duration 





only, and prices have closely followed spot market levels. In 
January 1981, the contract price was $39.50/b; due to the softening 
world market, the auction rate dropped to $38.50/b in the second 
quarter and $35.50/b in the third. While long range forecasting 

in the oil business is risky, current worldwide conditions indicate 
that prices may remain in the low $30's for some time to come. Oman, 
a price follower rather than a leader, will undoubtedly raise its 
contract prices if/when spot market levels rise again. Oman is 
neither a member of OPEC nor of OAPEC. 


A number of foreign companies are engaged in concessionary activity 
in Oman. As noted above, Elf Aquitaine and its partners are pro- 
ducing 12,000 b/d from their Sahmah field, and plan two new wells 

in hopes of raising output to 20,000 b/d. A group of three U.S. com- 
panies -- Gulf (the operator), Occidental, and Quintana -- resumed 
drilling recently in the Suneinah area of northwest Oman. Gulf pre- 
viously discovered gas in commercial quantities but has failed to 
work out suitable distribution arrangements. Gas and some conden- 
sate have been discovered in an Elf/Gulf/Cluff concession offshore 

in the Musandam area, but some doubt exists whether the quantities 
are commercial. Elf has announced plans to do more drilling in late 
1981. Exploration activity has been limited in two other concessions: 
offshore near Masirah Island, which Amoco took over from Sun Oil in 
1980; and in southern Dhofar, where BP operates a concession on behalf 
of itself and Deminex (West Germany), AGIP (Italy), and Hispanoil 
(Spain). During the first half of 1981, the Government ceded four new 
blocks of concessions to foreign bidders. The tracts consist of 
territory relinquished by PDO as well as new acreage released by the 
Government. Amoco was the successful bidder for blocks I and II, 
comprising 49,000 sq km in northern Oman, stretched from the 

Jebel Akhdar mountains to the Batinah Coast. Amoco hopes to parlay 
its considerable experience in the overthrust belt of the American 
Rockies into successful exploration in the rugged terrain of the 
Jebel. A large block (27,000 sq km) in the eastern Shargqiya region 
was awarded to a consortium of Elf, Sumitomo, International Energy 
Development Corp. (IEDC), and Kuwait Petroleum Co. (KPC) -- the first 
investment by Kuwait in the Omani oil sector. Two Japanese firms, 
Japan Petroleum Exploration Co. and C. Itoh, have obtained a smaller 
tract (4400 sq km) in north-central Oman. Award of a fifth block, 
also in the Shargiya region, has yet to be announced. 


In the past Oman, lacking refinery capacity of its own, has exported 
all crude production and has imported all refined products. This 
will change in mid-1982, however, with the opening of Oman's first 
refinery, a 50,000 b/d facility being constructed by Mitsui of Japan. 
Located at Mina al-Fahal adjacent to the PDO export terminal, the 

$76 million project is designed to meet local demand for regular and 
premium gasoline, jet fuel, diesel oil, and bunker fuel; it will 

also include an asphalt unit. 


Although most exploration/production efforts in the past have fo- 
cused on oil, considerable investment in gas resources is now being 
made. Recoverable nonassociated natural gas reserves are estimated 

at 4-5 trillion st cu ft, standard cubic feet enough to last thirty 
to forty years according to Ministry experts. Natural gas has been 
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use since 1978 to fuel the Ghubrah power/desalination plant, which 
provides electricity and water for the capital area. The gas line to 
Ghubrah has recently been extended 225 km up the coast to Sohar, site 
of a new copper mining and smelting operation. An additional line is 
to be built, at a cost of $80 million, from Saih Nihaidah in central 
Oman to Hubara to provide fuel for oilfield operations in Dhofar, 
where there is little associated gas. Williams Brothers Interna- 
fional of the U.S. was awarded the construction contract in 
September 1981. 


Progress continues in reducing the amount of associated gas that 

is flared. The NGL plant in Yibal has been operational since 1979; 
a new plant at Fahud is expected to start up in 1981, and another 
NGL facility is planned for Lekhwair. Lean gas is separated, pres~ 
surized, and added to the natural gas being piped to the coast for 
fuel. The remaining natural gas liquids (NGL) are further refined 
to produce propane and butane, and the NGL itself is added to crude 
to enhance its quality. Butane is trucked to Rusail, where the 
National Gas Co. bottles the gas for consumer use. Current gas pro- 
duction averages about 290 million st cu ft per day, 160 million 
associated and 130 million nonassociated. 


MINERALS: Despite promising indications, there has been little de- 
velopment in the minerals sector, with the important exception of 

the new copper mine and smelter at Sohar, 140 miles northwest of 
Muscat, the site of an ancient copper industry famous in pre-Islamic 
times. Oman Mining Co., originally founded in 1978 as a joint venture 
between the Government (75 percent), Marshall Exploration of the U.S. 
(224 percent), and Prospection Ltd. of Canada (2% percent), was 
bought out by the Government in 1980. Saudi Arabia is financing $100 
million of the $155 million project, which aims to exploit estimated 
reserves of 11-12 million tons of copper ore. The Lasail mine is 
scheduled to begin production in early 1982 at the rate of 2,500 tons 
of ore per day; the smelter will turn out 20,000 tons of copper metal 
annually. The plant site involves considerable infrastructure, in- 
cluding housing, power and desalination plants, and a new jetty. 

Fuel for the power plant will come from the recently completed 225 km 
16-inch pipeline from Mureirat. General Electric Co. of the U.S. is 
installing the plant's three gas turbines. Some observers have ques- 
tioned the economic viability of the copper project, given the rela- 
tively limited reserves -- about 15 years at projected production 
rates. But the project is clearly an important achievement for the 
Omanis as a symbol of industrial development. Chromite is also re- 
portedly present in the Sohar area in commercial quantities, and 

some think that chrome may prove to be a more important resource for 
Oman in the long run than copper. 


While reports of other minerals to be found in Oman are still frag- 
mentary, it appears that marble of good quality is present and that 
significant deposits of gypsum are available. Other metallic and 
nonmetallic minerals, including manganese, nickel, iron ore, and 
asbestos, have also been reported to exist. In a major step forward, 
the Ministry of Petroleum and Minerals intends to conduct a geological 





Mapping program to chart available mineral resources throughout 

Oman. The countrywide survey will also be useful in identifying 
water resources. Among those who have submitted proposals for the 
program is the United States Geological Survey. On a more local 
level, the Government has initiated a project to exploit salt re- 
serves at Quriyat, located on the coast 60 miles southeast of Muscat. 
A $5.3 million salt refinery, with an annual capacity of 8,000 tons, 
is to be completed in 1983. The plant will be wholly owned and 
operated by the Government. 


AGRICULTURE AND FISHERIES 


AGRICULTURE: Agriculture remains the prime source of income to the 
Majority Of Oman's population, even though it and fishing accounted 
for only 6.6 percent of non-oil gross domestic product (GDP) in 1980. 
Rural to urban migration, conservatively estimated at 5,000 persons 
per year (primarily young males going to Abu Dhabi and Muscat), con- 
tinues to deplete the agricultural work force and contribute to the 
stagnation long characteristic of this sector. Oman recognizes the 
importance of diversifying its economic base, and the Second Five 
Year Plan assigns a high priority to development in the agriculture 
and fishing sectors; $321 million has been allocated to the Ministry 
of Agriculture and Fisheries for development projects, with the aim 
of doubling domestic food production; $127 million is earmarked for 
government assistance to the private sector, including $55 million 
for establishment of a new Agriculture and Fisheries Bank in 1981. 
This institution will provide credit at concessional terms to Omani 
farmers and fishermen. Other plans call for enhanced productivity; 
wider distribution of improved seeds, fertilizer, and pesticides; 
new irrigation projects and dams; maintenance of the falaj system; 
and development of animal husbandry. The Ministry will build 40 new 
agricultural extension centers in various localities around the 
country to provide services to farmers. New agricultural research 
stations are planned for Tanuf, Rustaq, Shinas, Ibra, and Ibri; 
existing stations in Rumais, Quriyat, and Salalah will be expanded. 


Along with reliance on traditional techniques and the remoteness of 
many farmers from the primary domestic markets, a major constraint 
on agricultural production in Oman is the scarcity of rainfall. 
Virtually all agriculture in Oman requires irrigation. The Public 
Authority for Water Resources (PAWR) is conducting an exploration 
program in various regions to identify ground water potential. In 
some areas along the Batinah Coast, uncontrolled drilling has caused 
salt water intrusion, and the Government has begun to more closely 
regulate the issuance of drilling permits. The recently established 
Omani-American Joint Commission is initiating a water recharge proj- 
ect in Wadi al-Khoudh near Seeb. A low catchment dam will be built 
to hold runoff from the mountains long enough to soak into the soil 
and recharge the aquifer. If this pilot project proves successful, 
the scheme could be duplicated in numerous localities in the moun- 
tains of Oman, putting scarce rainfall to productive use. 





More than half of cultivated land in Oman is still devoted to date 
production, and agricultural exports consist chiefly of dates and 
limes. However, progress in other areas is being made. Oman Sun 
Farms, a joint venture established in 1978 and partially owned by 
Swiss Inter-Agro Holdings Ltd., operates a dairy farm in Salalah and 
vegetable farms in Salalah, Sohar, and Saham. Lettuce, tomatoes, beans, 
and peppers are grown in the north; potatoes, onions, garlic, and 
carrots in the south. Oman Development Bank has lately extended a 
$365,000 loan to Oman Liverstock Company to help finance an ex- 
pansion of capacity from 6,000 to 60,000 chickens. With help from 
UNESCO, the British Government, and the World Bank, a 36 hectare agri- 
cultural training center was established in 1979 in Nizwa. The center 
offers instruction in modern farming techniques to about 100 students. 
Staff from the U.K.'s Durham University are administering a livestock 
breeding/ feed production project on a pilot farm at Khabura. 

The Government has announced plans for a $1.5 million banana ripening 
and packaging factory in Salalah. The plant, scheduled for completion 
in 1982, will have an annual capacity of 10-15,000 tons. 


FISHERIES: While agricultvral prospects are limited by the availability 
of water, fisheries resources offer a more unqualified potential. 
Oman's long coastline on the Indian Ocean constitutes a productive 
fishing ground, which some experts believe could yield ten times its 
present catch. The waters are rich in pelagic and demersal fish (in- 
cluding sardines, anchovies, tuna, kingfish, and mackerel); mollusks 
(clams, oysters, abalone); and crustaceans (lobster, shrimp, crabs). 
A major problem to date has been lack of precise statistics on annual 
catch. Estimates by fisheries experts vary greatly: anywhere from 
46,000 to 200,000 metric tons per year. All sources agree that ample 
room for expansion exists, but how much, and what species? Develop- 
ment of reliable statistics is a top priority of the Second Five Year 
Plan in this sector. 


The Omani-American Joint Commission is planning a large program of 
technical assistance and training in fisheries to assist the Ministry 
in developing its institutional capacity to implement its Five Year 
Development Plan ($62 million). The Commission believes it is im- 
portant that new infrastructure in the fisheries sector be rationally 
related to the level of fishing it will support; i.e., over-capitali- 
zation should be avoided. The Ministry's plans include 12 new cold 
stores and marketing centers in the interior, ice plants and cold 
stores in 11 coastal areas, marine workshops, and a $4.4 million 
marine sciences center near Muscat. The policy of the Government is 
to develop fisheries resources in a framewrok permitting Oman's 
7,000-8,000 artisanal fishermen to participate and benefit (example: 
subsidized distribution of outboard engines, boats, and nylon nets). 
The Ministry is building small harbors in several coastal communities 
and plans to construct new jetties in Sur, the Kuria Maria Islands, 
and Masirah Island. In 1980, the Government organized the Oman 
National Fisheries Company (ONFC), capitalized at $3.5 million, 

to assume leadership in fisheries development; 20 percent 
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of ONFC's ownership is held by traditional fishermen 

(as required by law); private investors hold 60 Percent 

and the Government has the other 20 percent. ONFC is engaged in 
construction of a fish processing plant in Mutrah as well as num- 
ermous cold stores/ice plants. Still in the planning stages is a 
sardine cannery and processing plant near Salalah. ONFC assets 
now total $6.4 million. In 1977, the Government granted a commer- 
cial fishing concession along the southern coast to the Korean 
Overseas Fishing Company. A series of annual contracts have since 
been renewed through at least the end of 1981. Catch by the 
Koreans' two vessels in 1980 totalled 4500 metric tons. Under the 
agreement, the Korean firm bears the full cost of operations, pro- 
vides training to Omanis, and delivers 30 percent of the catch to 
the Omani Government. 


TRANSPORTATION, COMMUNICATIONS, UTILITIES 


The First Five Year Plan (1976-80) emphasized development of the 
country's infrastructures -- roads, airports, ports, etc. -- and 
much of it is now in place. But in the next five years, there will 
be additional expansion, especially as the Government extends ser- 
vices and utilities to the interior, Dhofar, Musandam, and other 
outlying areas. 


TRANSPORTATION: The major centers of northern Oman are now served 

by paved highways, and there are excellent road links with the UAE; 
$637 million has been allocated to new road projects. The present 
network of 2142 km of paved roads will be extended by 1590 km, and the 
existing 14,703 km of graded roads will be supplemented by 2000 km. 
Oman's biggest roadbuilding project, the 800 km-Nizwa-Thumrait high- 
way, is expected to be completed ahead of schedule in mid-1982. The 
$327 million project, chiefly financed by Saudi Arabia, is being 
constructed by CCC Construction of Lebanon. It will provide the 
first paved link between Muscat and Salalah, significantly reducing 
travel time as well as solidifying important political and commer- 
cial ties between north and south. Also underway is a project to 
upgrade the Muscat-Dubai road from two lanes to a divided highway. 
Dutco Pauling of the UAE is the contractor; the Dubai Government is 
financing the $125 million price tag. The Dubai portion of the road 
should be finished in 1981. In the capital area, Strabag (West 
Germany) has been awarded a $55 million contract to construct a new 
dual carriageway cutoff between Qurum and Darseit to relieve traffic 
congestion on the capital area's single existing artery. The World 
Bank is evaluating a loan proposal for $15 million for stage II of 

a highway maintenance project (technical assistance and equipment). 
The Omani Government was most pleased with the results of stage I, 
completed in 1981. 
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Mina Qaboos, Oman's main deep-water port, is undergoing expansion 
(at. a cost of $14.6 million) to increase the annual handling capacity 
to two million tons. Two new 35-ton gantry cranes for container 
handling have been installed, .and the new dockside container terminal 
covers some 46,000 square meters. Shipping tonnage during 1980 reached 
784,000 metric tons, up nine percent from 1979. Mina Qaboos has not 
been plagued with the congestion so common in Arabian Gulf ports, 

and projected expansion should permit the port authorities to main- 
tain their record of expeditious handling. Meanwhile at Raysut 
harbor near Salalah, thanks to a $131 million expansion program 
completed in 1980, the port now has an annual capacity of one 

million tons. Plans call for a new container terminal and a gantry 
crane similar to those being commissioned at Mina Qaboos. All 

Omani crude oil is exported from the PDO terminal at Mina al-Fahal. 


Seeb International Airport near Muscat has become a stopover for 
regular British Airways and UTA flights to the Far East. A grow- 
ing number of other carriers, including Gulf Air, Saudia, MEA, 
Kuwait Airways, Air India, and PIA, offer service to Muscat with 
connections to cities in the Gulf and South Asia. Salalah Airport, 
served by daily flights from Muscat, has been developed to meet 
international standards. Pan Am, which has maintenance contracts 
for both airports, has recently been approved for landing rights 
at Seeb, but it has yet to submit a formal application. Expansion 
continues at Seeb and Salalah, and a new arrival wing at Seeb 
should be ready in 1983. Oman International Services (OIS), re- 
sponsible for ground support, has been reorganized and is now 
operating as Oman Aviation Services (OAS). The new entity has 
purchased Gulf Air's light aircraft division and will soon initiate 
domestic air service within Oman. 


TELECOMMUNICATIONS: The Government intends to devote $184 million 
to development in this sector over the next five years. NorConsult 
(Norwegian) has been selected as the overall program consultant. 
Phase I (1981-83, $117 million) calls for 16,000 new telephone 
lines and 18 new switchboards in the capital area, 2,000 new tele- 
phone lines in Salalah, three internal microwave links» and a 
coastal telecommunications station for maritime navigation. Also 
on the agenda are expansion of the existing Hajar and Mamura earth 
satellite stations, four new earth satellite stations, and a proj- 
ect to transform conventionally powered relay stations to solar 
power. L.M. Ericsson (Swedish) recently was the successful bidder 
on a project to extend direct dialing service throughout Oman. 


UTILITIES: Electric power capacity countrywide is expected to double 
in the next five years, from 349 MW to 698 MW, thanks to investment 
of $461 million by the Ministry of Electricity and Water (MEW). 

Power in the capital area is provided by the 225 MW gas-turbine 
Ghubrah power/desalination plant. Due to increased demand another 
gas-turbine plant of 150-200 MW will be built in the Rusail indus- 
trial zone near Seeb. MEW has awarded the consultancy contract 





- 12 - 


for the facility to Dr. Ali al-Saie Consultants, a Kuwait-based 

firm active in Oman. Several smaller (about 30 MW) gas-turbine 
plants for northern Oman are still on the drawing board. Con- 
comitant with growing demand for electricity is the need for more 
water. The current five to six million gallons/day output of the 
Ghubrah desalination unit is being doubled in an expansion project 
carried out by Hitachi Zosen of Japan. The $26 million job should 
be completed by fall 1982. U.K. consultant Sir M. MacDonald and 
Partners is conducting preliminary studies for a large dam project 
at Wadi Daygqah, near Quriyat. Planners envision a reservoir of 100 
million cu ft of water fed by runoff from the surrounding mountains. 
A 90 km pipeline would deliver the water to Muscat for municipal use. 


COMMERCE AND INDUSTRY 


The policy of the Omani Government is to encourage private invest- 
ment in industrial enterprises rather than leave industry to govern- 
ment ownership. The Government has prudently chosen to emphasize 

the growth of light industry on a practical scale, forsaking -- with 
a couple of exceptions -- more glamorous heavy industrial projects. 
The Oman Development Bank (ODB) has assumed a leading role in help- 
ing to finance new enterprises, contributing $21.6 million in con- 
cessionary loans in 1980 alone. In addition to its lending program, 
ODB performs feasibility and marketing studies. The centerpiece of 
Oman industrial growth is the new industrial zone at Rusail. The 
Ministry of Commerce and Industry is investing -$61 million in the 
project, which covers 110 hectares and includes more than 100 Plant 
sites. The latter are divided into three categories for light, 
medium, and heavy industry. Roads, sewage, utilities, and a natural 
gas hookup will be provided by the Government. Already present at 
Rusail are Amiantit-Oman, a Swiss-Omani joint venture which produces 
asbestos cement pipe, and the National Gas Co., which bottles butane. 
Among the newcomers soon to arrive are the Areej vegetable oil plant, 
a detergent factory, and a car battery plant, the latter to be estab- 
lished with the assistance of Singer Co. of the United States. Plans 
for a plastic syringe factory have been approved by the Council of 
Health Ministers of the Gulf States. The Government has recently 
announced the formation of a joint stock company (government and 
private shares) for manufacturing organic chemicals and fertilizers. 


The biggest developments in 1981 in the industrial sector are two 
new cement plants. Oman Cement Co., wholly government-owned, is 
putting up a $146 million plant in Rusail with Krupp Polysius (West 
German) as contractor. Scheduled for completion in 1983, the 
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facility will have an annual capacity of 624,000 tons of ordinary 
portland and sulphate resistant cement. A second, smaller (210,000 
tons/yr) plant, under the ownership of Raysut Cement Co., a joint 
stock operation, will be located at Raysut harbor near Salalah. 
Contractor for the $58 million job is a West German consortium led 

by Babcock Krauss-Maffei Industrieanlagen; target date is 1983. Raw 
Materials for both plants are locally available with the exception 

of a small amount of bauxite to be imported from Australia. By 1983, 
Oman expects to be self-sufficient in cement. Oman Flour Mills, a 
successful joint stock company, is nearing completion of its new 
animal feed plant, which should open in September 1981. The facility 
will process imported grain, turning out 60,000 tons/yr of nutrient- 
fortified food for Omani livestock -- a cheaper, healthier food 
supply. As part of a plan to establish a strategic reserve of food- 
stuffs for the Omani populace, the Ministry of Commerce and Industry 
intends to build a $42 million storage facility in Jibroo (capital 
area). 


With miles of scenic coastline, rugged mountains, numerous historical 
sites, and a mild winter climate, Oman has the makings of a success- 
ful tourist industry. Because of concerns about security as well 

as the societal impact of rapid development, in the past the Govern- 
ment has been reluctant to encourage tourism. However, the Depart- 
ment of Tourism is now blessed with a $23 million development budget, 
and modest efforts to promote tourism are underway. A motel was 
opened in 1980 in Nizwa, historic Imamate capital in the interior. 
The Government plans similar operations in Jabrin, Bandar Khayran, 
Rustag, Ibri, Ishi, and Mudaybi. Also, a new luxury hotel (170 beds) 


will be built adjacent to Seeb Airport. 


FINANCE AND FOREIGN TRADE 


PUBLIC FINANCE: After a fiscal crisis in the mid-1970's, the Omani 
Government adopted a centralized budgetary system which has greatly 
improved its control over expenditures. Most projects must be 
approved by the Development Council within the framework of the Five 
Year Plan, while the Directorate General of Finance keeps tight con- 
trol over the capital and operating expenses of most ministries. The 
Ministry of Defense (MOD) is exempt from these controls, but its 
spending, while substantial, has also been brought under closer in- 
ternal scrutiny. Thanks to the dramatic escalation in oil prices 
since 1979, the government financial picture, so dependent upon 
petroleum revenues, has brightened considerably. The 1980 budget 
projected a deficit of $79 million, net of amounts transferred to 

the State General Reserve Fund, which absorbs 15 percent of govern- 
ment oil revenues. However, at the end of the year the ledger showed 
a net surplus of $27 million, mainly because capital expenditure was 
less than projected. With oil revenues estimated at $4.1 billion in 
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1981 (86 percent of total Government income, $4.7 billion), the 
Government anticipates a balanced budget with some $600 million 

in surplus revenue earmarked for the State General Reserve Fund. 
Civil expenditures are projected at $850 million for recurrent ex- 
penses and $876 million for capital expenses. To these sums can 
be added the Government's share of outlays for Petroleum Develop- 
ment Oman: $450 million. Total civil expenditures thus amount to 
$2.2 billion, up 30 percent from 1980. Spending on the military 
side should reach $1.7 billion in 1981, almost doubling the 1980 
figure of $888 million. Military spending accounts for 41 percent 
of the total budget. 


The International Monetary Fund (IMF) has criticized the 1981 bud- 
get, claiming it is overly expansionary. IMF expressed concern that 
growth in Government spending (up 44 percent overall, with a 63-per- 
cent increase in development spending) will lead to a more than 50- 
percent rise in domestic liquidity, with harmful effects on wages 
and prices. However, two factors may serve to mitigate these con- 
sequences: the Government's traditional inability to fully spend 
amounts under capital accounts; and the ten percent decline in oil 
prices since January 1981, which will reduce revenues. Although no 
formal price index is kept, inflation in Oman over the past couple 
of years reportedly has averaged about 10 percent. Real estate 
prices and rents are now climbing dramatically, however, due to a 
housing shortage. 


FOREIGN TRADE: With 1980 oil exports rising to record levels, the 
Government's balance of payments situation is now quite strong. 


A 38-percent increase in imports, to $2.1 billion, was more than 
offset by the growth in exports, up 64 percent to $3.8 billion. The 
resulting trade balance showed a provisional surplus of $1.7 billion. 
This was reduced somewhat by an increased deficit in services and 
private transfers; remittances from foreign workers (chiefly Indians 
and Pakistanis, who number perhaps 125,000 in Oman) were up 29 per- 
cent in 1980 to $365 million. The current account surplus thus 
totalled $1.1 billion. Grant receipts from external sources (pri- 
marily Saudi Arabia and the UAE) diminished, from $181 million in 

1979 to $103 million in 1980. Direct investment in the oil sector 

was up slightly, from $77 million to $86 million. The overall balance 
showed a surplus of $1.2 billion. Despite the drop in oil prices, 
increased production in 1981 should more than compensate for increases 
in imports and remittances, both of which are expected to rise as 

the economy continues on a healthy upswing, buoyed by development 
spending under the Second Five Year Plan. Prospects are good for 
another substantial balance-of-payments surplus in 1981. 


U.S. imports to Oman totalled $99.6 million in 1980, down slightly 
from $101 million in 1979. The U.S. share of the Omani market de- 
clined from 8.0 percent to 5.7 percent, although the United States 
managed to maintain its fourth place ranking among Omani trading 

partners, just ahead of the Netherlands and West Germany. Leading 





- 15 - 


suppliers were Japan, with 20 percent of total imports, UAE, 17 
percent (mainly reexports, many of U.S. origin); and the U.K., 

16 percent. Machinery and transport equipment accounted for $668 
million in imports, 39 percent of the total. Other major SITC 
import categories: manufactured goods, $281 million; food/live 
animals, $213 million; fuel/lubricants, $189 million. Non-oil ex- 
ports of Omani origin remain quite small, totalling only $13 million 
in 1980. The leading non-oil export product was fish (fresh, fro- 
zen, and dry), followed by wheat flour, dry limes, fresh fruit and 
vegetables, and dry and preserved dates. 


BANKING: The commercial banking sector anticipates continued growth. 
Increased economic activity in 1980 was reflected in total commer- 
cial bank credit, which was up 25 percent to $859 million. The 

bulk of lending went to financing imports (53 percent), while con- 
struction absorbed 19 percent and personal loans 13 percent. The 
number of commercial banks is limited to 20, the Government imposed 
ceiling. But 13 new branches of existing banks opened in the in- 
terior during 1980. The Central Bank of Oman (CBO) plays an impor- 
tant role in supervising the commercial banks by conducting periodic 
bank examinations, imposing reserve requirements, fostering an inter- 
bank money market, and holding down interest rates. It also is 
taking a larger role in handling. receipts and managing the Govern- 
ment's foreign debt. CBO assets as of the end of 1980 totalled 

$789 million, representing 67 percent growth during the year. The 
Omani rial remains pegged to the dollar (1 R.O. equals $2.92). 


IMPLICATIONS FOR THE UNITED STATES 


The outlook for expansion in the Omani economy over the next five 
years presents promising opportunities for U.S. business. Develop- 
ment spending in particular will mean more demand for products and 
services. Omani businessmen have a good appreciation of the quality 
of American products and the value of American expertise. Increased 
cooperation between the U.S. and Omani Governments, exemplified by 
the Omani-American Joint Commission and the U.S. Army Corps of En- 
gineers military construction program, should create downstream 
benefits for private U.S. firms. At the same time, it is important 
to recognize that U.S. companies face certain drawbacks in what is 

a highly competitive market. The entrenched position of the British 
in the commercial sector, together with rapid inroads by other 
Europeans and the Japanese, make market penetration difficult. Also, 
at least for the short term, substantial appreciation of the U.S. 
dollar vis-a-vis other currencies has made U.S. goods less price 
competitive. Another handicap is American firms' newness to the 
market and their unfamiliarity with doing business here. The Embassy's 
Commercial Section receives complaints -- regrettably fairly often -- 
from local merchants who find U.S. business practices to be less 
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than satisfactory. Concerns often cited are failure to provide proper 
shipping documents, improper labelling, delays in delivery, failure 

to respond to inquiries by letter and telex. Unfortunately such 
shortcomings compare unfavorably with the more responsive (in fact 
aggressive) practices of foreign competitors. U.S. business inter- 
ests are also occasionally hampered by problems arising under U.S. 
antiboycott legislation and the Foreign Corrupt Practices Act. 


EXPORTS: Omani commercial law mandates that all firms exporting goods 
for sale in Oman retain a local agent, which must be an enterprise 
owned by Omani nationals. Such agency agreements are subject to 
approval by the Ministry of Commerce and Industry. U.S. firms seek- 
ing local agents will find that many of the most prominent Omani 
firms are wholly or partially owned by members of the royal family 

or by high government officials, and attention to the requirements 

of American, as well as Omani, law is essential. Once an agent has 
been appointed, periodic visits by representatives of U.S. firms 


are advisable both to demonstrate a continuing interest and to re- 
solve pratical problems whicn may arise. 


Omani import statistics for 1980 indicate that U.S. exports were 
strongest in the machinery/transport equipment category, which 
accounted for $65.7 million in sales. Other major export categories 
were beverages and tobacco, $11.0 million (mostly tobacco products) ; 
manufactured goods, $6.0 million; food and live animals, $5.7 mill- 
ion (mainly wheat); chemicals, $3.8 million; and manufactured arti- 
cles, $3.1 million. U.S. products are especially competitive in 
selected areas: telecommunications; construction machinery; oil- 
field equipment and machinery; heavy trucks and trailers (demand 

for which should escalate with the opening of the new Nizwa-Thumrait 
highway); water drilling equipment. Desalination units, both 
standard flash method and reverse osmosis, are used widely in Oman. 
Ionics, Inc., of the U.S. recently obtained a contract to commission 
a reverse osmosis unit in the Musandam Peninsula. Power generation 
units are another possibility; General Electric is installing three 
17.5 MW gas-turbines at the copper smelter in Sohar. Favorable 
sales opportunities exist for foodstuffs, air-conditioners and 

other appliances, data-processing equipment, and home furnishings. 
Oman is showing growing interest in solar power, offering a good 
opportunity for U.S. technology to "get in at the ground level." 


INVESTMENT: The Omani Government maintains a liberal policy toward 
foreign investment and encourages foreign capital to come into the 
country. No exchange controls exist. The Foreign Business and In- 
vestment Law requires that there be at least 35-percent Omani par- 
ticipation, and tax benefits accrue if the Omani share equals or 
exceeds 51 percent. Any company with foreign equity participation 
must have a minimum paid-in capital of R.O. 150,000 ($438,000), al- 
though this figure is subject to reduction at the discretion of the 
Committee on the Investment of Foreign Capital. The Government pre- 
fers joint ventures rather than full government ownership of indus- 
trial enterprises, believing that private participation ensures 
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more efficient management. The Omani Chamber of Commerce and 
Industry has repeatedly expressed its interest in attracting more 
American investment in Oman. 


The majority of U.S. firms presently operating in Oman are involved 
in the petroleum sector. In addition to those U.S. companies 
operating or participating in concessions for oil exploration -- 
Gulf, Occidental, Quintana, and Amoco -- a number of firms are en- 
gaged in seismic work, drilling, pipeline construction, and oil- 
field services: Creole Production Services, Geophysical Services, 
Halliburton, Pool Intairdrill, Williams Brothers International, 
Petty-Ray Geophysical, Sedco International. An agreement signed 
in 1977 between Oman and the United States authorizes the Overseas 
Private Investment Corporation (OPIC) and the Export-Import Bank 
(EXIMBANK) to provide investment insurance and financing for U.S. 
firms operating in the Sultanate. OPIC has recently approved an 
application by Occidental and Quintana for investment insurance. 
Grove International has obtained coverage under Eximbank's con- 
tractors' guarantee program for a roadbuildinc project in the in- 
terior. 


Expansion of light industry fostered by the Ministry of Commerce 
and Industry and the Oman Development Bank presents opportunities 
for U.S. firms as new Omani enterprises seek U.S. financing, tech- 
nical expertise, and/or franchising agreements. Singer Co., for 
example, is helping to establish a local car battery plant. Ex- 
ploitation of Oman's mineral resources may be another area of 


promise if the Government's proposed geological mapping survey 
leads to commercial discoveries. Marshall Exploration of the U.S. 
had a share in the early stages of the Oman Mining Co., now govern- 
ment-owned. An attractive target for American investment is the 
fisheries sector with its great potential for development. A 
California firm, Development Applications Corporation, has been 
studying the feasibility of an abalone operation in Salalah. 


PROJECTS: Oman has wisely chosen to forego large, expensive glamour 
projects for smaller, more sensible undertakings. Many large in- 
frastructure projects -- including the refinery, the copper smelter, 
the Nizwa-Thumrait highway, Mina Qaboos and Raysut ports, and the 
Ghubrah power/desalination plant -- are already in place or nearing 
completion. The Second Five Year Plan, however, does list a number 
of fairly large-scale (exceeding $1 million) projects which should 
be of interest to U.S. firms: roadbuilding telecommunications, 
power and desalination plants, port and airport expansion, oil and 
gas pipelines, etc. Not cited in the Plan but already underway is 
one of Oman's most ambitious undertakings to date, the establish- 
ment of Qaboos University, Oman's first institution of higher 
learning. The Ministry of Education has asked American educators 
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to assist in planning the College of Agriculture. It should also 
be noted that in cases where large project awards are made to 

prime contractors from other nations, desirable subcontracting 
opportunities may be available. In contrast to the negotiated 
contracts of the mid-1970's, the Government now prefers competitive 
bidding in the award of major contracts. To win a government con- 
tract, firms must have a local sponsor and be registered with the 
Ministry of Commerce and Industry and with the Tender Board, which 
is in charge of evaluating bids and awarding contracts. 


CONSULTANTS/PROFESSIONALS: A significant field of opportunity for 
the U.S. is the entire spectrum of consultancy and professional 
services. In the past there have been no U.S. architecture/engi- 
neering design firms operating in Oman, to the detriment of U.S. 
contractors since non-U.S. consultants do not always prepare plans 
to American specifications. Recently, however, a couple of U.S. 
firms have signed up Omani sponsors and are considering opening 
local offices. Several major U.S. accounting firms maintain branches 
in Oman, and an American law firm, Hill and Company, operates here. 
American technical and management consultants are active in the 
Ministry of Petroleum and Minerals, the Public Authority for Water 
Resources, and the Musandam Development Committee (all Tetra-Tech), 
the Ministry of Agriculture and Fisheries (Arthur D. Little), and 
the Directorate General of Civil Aviation (Pan Am). In coming 
years there will be increasing demand for technical expertise in 
agriculture, fisheries, and minerals. 


CONCLUSION 


In 1981 the Embassy's Commercial Office witnessed a growing 


number of U.S. business visitors, a promising sign of stronger 
commercial ties between the United States and Oman. Oman is not 

an oil-rich nation in the same sense as its Arabian Peninsula 
neighbors, and accordingly the market has inherent limitations. 

But prospects for sustained economic growth in the next few years 
are excellent, offering an attractive market for U.S. firms willing 
to make the necessary commitment. 








You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
Overseas Business Reports (OBR’s)—40 
BLINDFOLDED? 9 (2".2cs keen on 
trade and investment conditions and opportunities. 
They'll bring you the latest marketing information on 


countries offering good potential as sales outlets for 
U.S. goods. You'll find information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in 130 countries. This series is essential for 
analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 


TELLTALE SGT CEE EGE DA A ERs BEEN TIN AEE CEM EER WE OGLE PSE AEE SSIES BLE EE ARE EBLE ERT BY TERE A EEE NM AIG OED AMIGA VTE OTTER i RF cE 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
‘ Credit Card Orders Only 


Encl i 
memes yaaa, Total charges $_______ Fill in the boxes below. 


0 money order, or charge to my 

Deposit Account No. Credit 

(LLILLIUI-O eae Card No. Lchedb As Mokdclcdeedosak dha alco’ 
“ : Expiration Date 

So Month/Year Co 1) 


Enter my subscription to: (] Overseas Business Reports at $44 per year ($55 overseas) For Office Use Only 
(0D Foreign Economic Trends at $55 ($68.75 overseas) Quantity Charges 


Company Name 
pany . Enclosed 


To be mailed 


individual's Name—First. Last Subscriptions 


Street address 
City State ZIP Code 


| 


(or Country) 


| | | | .... Discount 


PLEASE PRINT OR TYPE .... Refund 





